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DOWKRXJKQRWDVWDQJLEOHDVRWKHUIRUPVRIZHDOWKUHSUHVHQWVDGLVWLQFWDVVHWFODVVZKLFKLQFUHDVHVRQH¶VHDUQLQJSRWHQWLDOWKURXJK
HGXFDWLRQ$V WKHSULFHRIDQDVVHW LV MXVWLILHGE\ WKHH[SHFWDWLRQVRI IXWXUHFDVK IORZV WKHFXUUHQWYDOXHRIHGXFDWLRQFDQEH
FDOFXODWHGYLDGLVFRXQWLQJWKHYDOXHRIWKHIXWXUHHGXFDWLRQHQKDQFHGHDUQLQJSRWHQWLDO7KHDLPRIWKLVSDSHULVWRDQDO\]HWKH
QHZO\ HPHUJLQJSDWWHUQV LQ WKHFKDQJLQJ HGXFDWLRQDO ODQGVFDSHRI WKH UHJLRQNQRZQDV WKH:HVWHUQ%DONDQV DQG LGHQWLI\ WKH
SRVVLEOH IRUPDWLRQ LI QRW H[LVWHQFH RI D EXEEOH 7KH DXWKRUV SURSRVH DQ DOWHUQDWLYHPHWKRGRORJ\ RI GHWHFWLQJ WKHVH PDUNHW
DQRPDOLHVDQGXWLOL]HHPSLULFDOHYLGHQFHWRFRUURERUDWHWKHILQGLQJWKDWWKHPDUNHWSULFHRIWKHLQYHVWPHQWLQKXPDQFDSLWDOLQ
:HVWHUQ%DONDQFRXQWULHVKDVVWDUWHGGLYHUJLQJIURPLWVIXQGDPHQWDOYDOXH$OWKRXJKWKHIRFXVRIWKLVSDSHULVRQXQFRYHULQJD
WHQGHQF\LQDKLJKO\VSHFLILFDVVHWFODVVZLWKLQDQDUURZJHRJUDSKLFDODUHDWKHSUHOLPLQDU\FRQFOXVLRQVDQGUHODWHGGLVFXVVLRQV
FDQEHH[WHQGHGWRGHWHFWLQJVXFKEXEEOHVLQRWKHUFRXQWULHVDQGUHJLRQVWKDWFRXOGSRVVLEO\ZDUQDJDLQVWWKHHUXSWLRQRIWKHQH[W
ELJILQDQFLDOFULVLV
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,QWURGXFWLRQ
)LQDQFLDO EXEEOHV DUH H[FHSWLRQDOO\ GLIILFXOW SKHQRPHQD WR GLDJQRVH DQG VWXG\ JLYHQ WKDW WKH RQO\ WUXH
DIILUPDWLRQRI WKHLU H[LVWHQFH LQ WKHPDUNHWFDQEHPDQLIHVWHGH[SRVW HLWKHU WKURXJKD IXOOIOHGJHGFROODSVHRUD
UDWKHUVXEGXHGGHIODWLRQERWKYLVLEOHLQGRZQZDUGSULFHSUHVVXUHV0RVWK\SRWKHVHVDERXWWKHH[LVWHQFHRIDEXEEOH
LQ RQH PDUNHW RU DQRWKHU WKHUHIRUH UHPDLQ LQ WKH UHDOP RI VSHFXODWLRQ DV EXEEOHV FDQ VXEVLVW GXULQJ SURORQJHG
SHULRGVZLWKRXW EHLQJ GHWHFWHG SHQGLQJ WKH\ VXVWDLQ D UHODWLYHO\PLQRU GLVFUHSDQF\ EHWZHHQ WKHPDUNHW DQG WKH
IXQGDPHQWDOYDOXHRIWKHDVVHW
%XEEOHV KDYH EHHQ GHWHFWHG ± DQG LQ VRPH FDVHV KDYH VSHFWDFXODUO\ EXUVW ± LQ YDULRXV VHFWRUV LQ WKH JOREDO
HFRQRP\ /RQJ DVVRFLDWHG VROHO\ZLWK ILQDQFH EXEEOHV KDYH GULIWHG LQWR WHFKQRORJ\ UHDO HVWDWH KHDOWK FDUH DQG
PRVWUHFHQWO\HGXFDWLRQEHFRPLQJWKHUHVLGHQWFXOSULWDQ\WLPHDQHZVRFLDOFRQWDJLRQHPHUJHV:KLOHLQUHDOLW\QR
PDMRUHFRQRPLFUHFHVVLRQFDQEHDWWULEXWHG WR MXVWRQHFDXVHDQXPEHURIVWXGLHVKDYHIRXQGD OLQNEHWZHHQ WKH
HUXSWLRQRIWKHWZRPRVWUHFHQWFULVHVRIWKHVWFHQWXU\DQGWKH'RWFRPEXEEOHRIDVZHOODVWKH5HDO(VWDWH
EXEEOHRIUHVSHFWLYHO\%DVFR
7DNLQJLQWRDFFRXQWWKHIDFWWKDWRYHUWKHSDVWIHZGHFDGHVWKHHGXFDWLRQVHFWRUKDVH[SHULHQFHGDJOREDOVXUJHLQ
H[SHQGLWXUHV HVWLPDWHG WREH86 WULOOLRQZRUOGZLGH IRU  DQG VHFRQGRQO\ WRKHDOWKFDUH  *69$GYLVRUV
OHJLWLPDWHFRQFHUQVKDYHDERXQGFRQFHUQLQJWKHIRUPDWLRQRIDEXEEOHLQWKHKLJKHVWYDOXHDGGHGVHJPHQWRI
WKLV VHFWRU WKDW RI KLJKHU HGXFDWLRQ 9HGGHU 1RZKHUH KDV WKLV EHHQ DV HYLGHQW DV LQ WKH:HVWHQ%DONDQ
UHJLRQZKHUH WHUWLDU\HGXFDWLRQ±DIWHUDZDYHRI UHJXODWRU\ OLEHUDOL]DWLRQ LQ WKHHGXFDWLRQDOVHFWRU±H[SHULHQFHG
VN\URFNHWLQJJURZWK UDWHVGXULQJ WKHSDVWGHFDGHV7KHSXUSRVHRI WKLVSDSHU LV WRGHPRQVWUDWH WKHGHYHORSPHQWV
OHDGLQJ WRPDVVHGXFDWLRQDQG LGHQWLI\ VRPHRI WKH IDFWRUV WKDWFRXOGSRWHQWLDOO\H[SRVHDEXEEOH LQ WKHPDNLQJ
PRVWO\YLVLEOH WKURXJK WKHSUROLIHUDWLRQDQGGHYDOXDWLRQRIDKLJKHUHGXFDWLRQGHJUHH(YHQPRUH UHOHYDQW WR WKLV
DQRPDO\LQWKH%DONDQUHJLRQLVWKHDV\PPHWULFLQIRUPDWLRQSUHVHQWLQWKHHGXFDWLRQDOPDUNHWZKHUHWKHEHQHILWVRI
KLJKHU HGXFDWLRQ DVEHLQJ WKHNH\ WR HFRQRPLFRSSRUWXQLW\ DUHRYHUHVWLPDWHG UHODWLYH WR WKH FRVWV LQFXUUHGZKLOH
DWWDLQLQJWKHGHJUHH7KHPDLQFRQWULEXWLRQRIWKLVSDSHULVWRSURYLGHDIUDPHZRUNIRUDQDO\]LQJWKHHDUQLQJVYLVj
YLVWKHFRVWVRILQYHVWLQJLQKXPDQFDSLWDOLQWKH%DONDQFRXQWULHVZKLFKPD\VLJQDODGLYHUJHQFHRIWKHYDOXHWKDW
WKHPDUNHWSODFHVRQWKHXQLYHUVLW\GHJUHHIURPLWVLQWULQVLFYDOXH
7KH UHPDLQGHU RI WKH SDSHU LV RUJDQL]HG DV IROORZV 6HFWLRQ  GLVFXVVHV WKH PHWKRGRORJ\ XVHG WR GHWHFW WKH
H[LVWHQFHRIDEXEEOH1H[W6HFWLRQVXUYH\V WKHDYDLODEOH OLWHUDWXUHRQEXEEOHIRUPDWLRQDQG WKHULVLQJFRVWVRI
HGXFDWLRQ6HFWLRQSURYLGHVWKHRYHUYLHZRIWKHFXUUHQWVWDWHRIWKHQDWLRQDOHGXFDWLRQV\VWHPVDQGWKHWUHQGVWKDW
PD\VLJQDOWKHIRUPDWLRQRIDEXEEOH6HFWLRQGLVFXVVHVWKHUHVXOWVDQGSURYLGHVDQXPEHURIFRQFOXGLQJUHPDUNV
0HWKRGRORJ\
7KHEXEEOHK\SRWKHVLVVWDUWVZLWKWKHDVVXPSWLRQWKDWDQXQGHUJUDGXDWHGHJUHHLVDQLQYHVWPHQWLQKXPDQFDSLWDO
DQGDVVXFKZLOOEHVXEMHFW WRYDULRXVYDOXDWLRQPHWKRGVGHWHUPLQLQJLWV LQWULQVLFYDOXH(YHQWKRXJKHGXFDWLRQLV
QRWDFRPPRGLW\LQDWUDGLWLRQDOVHQVHDVLWFDQQRWEHWUDGHGLQWKHPDUNHWRZQLQJLWVLJQLILFDQWO\LQFUHDVHVRQH¶V
HDUQLQJSRWHQWLDO
7KHDQDO\VLVSUHVHQWHGLQWKLVSDSHULQFOXGHVWKHIROORZLQJFRXQWULHVXQGHUWKHXPEUHOODWHUP:HVWHUQ%DONDQV
$OEDQLD%RVQLDDQG+HU]HJRYLQD&URDWLD)<50DFHGRQLD0RQWHQHJURDQG6HUELDEXWH[FOXGLQJ.RVRYRPDLQO\
EHFDXVH OLWWOH LI DQ\ UHOLDEOH VWDWLVWLFDO GDWD LV DYDLODEOH IRU WKHSHULRG LQTXHVWLRQ0RUHRYHU WKH DQDO\VLV UHOLHV
KHDYLO\RQWKHUHVXOWVREWDLQHGIURPVHFRQGDU\GDWDFROOHFWLRQRIVWDWLVWLFDOEXUHDXVDQGKLJKHUHGXFDWLRQLQVWLWXWLRQV
RIDOOREVHUYHGFRXQWLHV7KH WLPHVHULHVRI WKHQXPEHURI VWXGHQWVXQGHUH[DPLQDWLRQ FRYHUDSHULRG IURP
ZKHQWKH/LVERQGHFODUDWLRQLHWKH%RORJQDSURFHVVHQWHUHGLQIRUFHXQWLODVWKHPRVWUHOHYDQWEHQFKPDUNV
IRUWKLVVWXG\2WKHUGDWDWKDWLVFROOHFWHGDQGDQDO\]HGFRYHUVSHULRGEHWZHHQDQG7KHDXWKRUVXVHGD
FURVV VHFWLRQ DQDO\VLV IRU LPSURYHG GHSLFWLRQ RI WKH HYDOXDWHG GDWD IRU DOO REVHUYHG FRXQWULHV $ FRVWEHQHILW
LQYHVWLJDWLRQ DORQJ ZLWK D SDUWLDO DQDO\VLV RQ LQYHVWPHQW UHWXUQV LV LQFOXGHG LQ WKH ERG\ RI WKH SDSHU SURYLGLQJ
SRWHQWLDOO\UHOHYDQWPHWULFVWKDWFRXOGHYDOXDWHWKHIXQGDPHQWDOYDOXHRILQYHVWPHQWLQKLJKHUHGXFDWLRQ,QDGGLWLRQ
XQLYDULDWHDQDO\VLVKDVEHHQSHUIRUPHGWKURXJKLQGLYLGXDOUHVHDUFK
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7DNLQJLQWRDFFRXQWWKDWLQFUHDVLQJHGXFDWLRQFRVWVUDLVHTXHVWLRQVDERXWWKHIXWXUHH[SHFWHGUHWXUQRQLQYHVWPHQWLQ
KLJKHUHGXFDWLRQWKHDXWKRUVKDYHSDLGVSHFLDODWWHQWLRQRQVSRWWLQJVLJQDOVWKDWDSRWHQWLDOEXEEOHKDVEHHQLQWKH
PDNLQJV)RUWKDWUHDVRQWKHDXWKRUVSURYLGHDJHQHUDOXQGHUVWDQGLQJRIWKHQDWXUHDQGUHOHYDQFHRIGHVFULSWLYH
HFRQRPLFVWDWLVWLFVPHWKRGVDQGH[SODLQWKHPDLQIRUFHVWKDWGULYHSHRSOHWRZDUGVWKHSHUFHLYHGKLJKHUHTXLOLEULXP
WKDWPD\JHQHUDWHDPDUNHWDQRPDO\,WLVZRUWKQRWLQJWKDWWKLVDQDO\VLVKDVDWWLPHVEHHQJUHDWO\OLPLWHGGXHWRODFN
RIDYDLODEOHGDWDDVZHOODVWKHGLIIHUHQWPHWKRGRORJ\XVHGLQGDWDFROOHFWLRQDQGLQWHUSUHWDWLRQE\WKHYDULRXV
VWDWLVWLFDORIILFHV1HYHUWKHOHVVDVILUVWRILWVNLQGWKLVDQDO\VLVVKRXOGSURYLGHDVROLGIRXQGDWLRQIRUEDVLQJDQ\
IXWXUHUHVHDUFKRIWKLVVRUWRQWKHPHWKRGRORJ\HPSOR\HGLQWKLVSDSHU
/LWHUDWXUHRYHUYLHZ
7KH H[LVWLQJ UHVHDUFKRQ ILQDQFLDO EXEEOHV DQG HGXFDWLRQ DV LQYHVWPHQW LQKXPDQFDSLWDO LV GLYHUVH DQG HYHU
JURZLQJWKXVSUHFOXGLQJDQH[KDXVWLYHVXUYH\LQWKLVSDSHU7KHKLVWRU\RIEXEEOHIRUPDWLRQLVDORQJRQHKRZHYHU
DQGLWFDQEHWUDFHGDVIDUEDFNDVWKH7XOLSPDQLDLQWKH1HWKHUODQGVLQDQGWKH6RXWK6HD&RPSDQ\EXEEOHLQ
*DUEHULIQRWDVHDUO\DVDQFLHQW5RPH)UHQFK1XPHURXVPRGHUQH[DPSOHVRIEXEEOHVKDYH
SRSXODWHGWKHHFRQRPLFKRUL]RQGXULQJWKHSDVWGHFDGHVWKHPRVWSURPLQHQWDPRQJWKHPEHLQJWKH-DSDQHVHDVVHW
SULFHEXEEOHGXULQJ WKH ORVW GHFDGH LQ WKH¶V 6KLUDWVXND  WKHGRWFRPEXEEOH DW WKHEUHDNRI WKHVW
FHQWXU\'H/RQJ	0DJLQDVZHOODVWKHUHDOHVWDWHEXEEOHZKLFKSUHFLSLWDWHGWKHJOREDOILQDQFLDOFULVLVLQ
0F&DUWK\	3HDFKWKHHIIHFWVRIZKLFKDUH\HDUVODWHUVWLOOULSSOLQJWKURXJKWKHPDUNHWV
6LHJHO   SURYLGHV DQ RYHUYLHZ RI YDULRXV GHILQLWLRQV RI EXEEOHV WKDW FDQ EH IRXQG LQ WKH OLWHUDWXUH
HPSKDVL]LQJWKHLPSRUWDQFHRIFDVKIORZVDQGWKHVXEVHTXHQWLPSOLFDWLRQWKDW³«HLWKHUWKHH[SHFWDWLRQVRIWKH
FDVKIORZVRUWKHUDWHXVHGWRGLVFRXQWWKHVHFDVKIORZH[SHFWDWLRQVLVQRWUDWLRQDO³0RUHRYHUKLVRSHUDWLRQDO
GHILQLWLRQLV³EDVHGRQZKHWKHUWKHIXWXUHUHDOL]HGUHWXUQRIWKHDVVHWMXVWLILHVWKHRULJLQDOSULFHRYHUDWLPHSHULRG
>WKDWLV@ORQJHQRXJK«´WKHUHIRUHUHTXLULQJIRUDVXIILFLHQWWLPHSHULRGWRHODSVHEHIRUHYDOLGDWLQJWKHFODLPWKDWD
EXEEOHKDVEHHQSUHVHQW
5REHUW 6KLOOHU WKH ELJJHVW SURSRQHQW RI LUUDWLRQDO H[XEHUDQFH ± DV %XEEOH 7KHRU\ KDV FRPH WR EH NQRZQ ±
FRQVLGHUV EXEEOHV WR EH IDUPRUH SHUYDVLYH VRFLDO SKHQRPHQD WKDQ MXVW D PHUH PDUNHW DQRPDO\ 7R KLP LQ WKH
DEVHQFH RIPDUNHWV EXEEOHV FDQ EH OLNHQHG WR D VRFLDO HSLGHPLFZLWK D QDWXUDOO\ RFFXUULQJ3RQ]L SURFHVVHV DQG
IHHGEDFNORRSV6KLOOHU+LVPXFKOHVVXQGHUVWRRGSUHGHFHVVRU+\PDQ0LQVN\VDZEXEEOHVDVHQGRJHQRXV
WRPDUNHWVDQGEHOLHYHGWKHVHHGVRIWKHHFRQRP\¶VGHVWUXFWLRQWREHVRZQLQWKHJRRG\HDUVE\UHFNOHVVSXUVXLWRI
SURPLVHG SURILWV 0LQVN\  &RQVLVWHQW ZLWK WKH SUHYLRXV FODLPV 6FKHUELQD GHILQHV  ³D SRVLWLYH EXEEOH
RFFXUULQJZKHQDQDVVHW¶VWUDGLQJSULFHH[FHHGVWKHGLVFRXQWHGYDOXHRIH[SHFWHGIXWXUHFDVKIORZV´DVIROORZV
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%H\RQG WKHGLUHFW LQWHUHVW LQ EXEEOHV DV SULPDULO\ ILQDQFLDO RFFXUUHQFHV WKLV SDSHUEXLOGVRQ DQHZ VWUDQGRI
OLWHUDWXUH FRQFHUQHG ZLWK GHWHFWLQJ WKH QH[W GHYLDWLRQ LQ WKH PDUNHW ZKLFK FULWLFV SUHGLFW ZRXOG FRPH IURP D
ZRUOGZLGH H[SDQVLRQ LQ KLJKHU HGXFDWLRQ 7KH QXPEHUV SUHVHQWHG E\ RIILFLDO UHSRUWV VKRZ WKDW ³RYHU WKH SDVW
GHFDGH WHUWLDU\DWWDLQPHQWKDV LQFUHDVHGE\DOPRVWSHUFHQWDJHSRLQWVDFURVV2(&'FRXQWULHV«ZLWKQXPEHUV
VKRZLQJ  FRPSOHWLRQ UDWH DV WKH (8 DYHUDJH´ 2(&'  %RWK GDWD DQG H[SODQDWRU\ UHVHDUFK
GHPRQVWUDWHWKDWKLJKHUHGXFDWLRQH[SDQVLRQKDVEHFRPHDJOREDOSKHQRPHQRQVXEVWLWXWLQJIHDUVRIRYHUHGXFDWLRQ
ZLWKWKHYLHZWKDWEXLOGLQJXSKXPDQFDSLWDOFDQSURYLGH³XQOLPLWHGSURJUHVV´6FKRIHU	0H\HU
,QWHUHVWLQJO\ WKH UHDVRQV IRU WKHSHUFHLYHG HPHUJHQFHRI D EXEEOH LQ WKHKLJKHU HGXFDWLRQ VHFWRU YDU\JUHDWO\
DPRQJ FRXQWULHV WKH GLYLVLRQ EHLQJ PRVW SURQRXQFHG EHWZHHQ (XURSH DQG WKH 1RUWK $PHULFDQ FRQWLQHQW 7KH
UDWLRQDOHLQWKHIRUPHUGHDOVPDLQO\ZLWKWKHSDUDGLJPVKLIWDQGVXEVHTXHQWVXUJHLQHQUROPHQWQXPEHUVOHDGLQJWR
VRFDOOHGPDVVLILFDWLRQRIKLJKHUHGXFDWLRQLQGXFHGE\WKH%RORJQD3URFHVV8UV	6RULQZKHUHDVWKHFDXVH
LQWKHODWWHULVSULPDULO\IRXQGLQWKHVSLUDOLQJFRVWVRIWXLWLRQDQGWKHDFFRPSDQ\LQJDFFXPXODWLRQRIVWXGHQWGHEWDW
$PHULFDQXQLYHUVLWLHV  0DUWLQ :LWKERWK FRVWV DQG HQUROPHQW QXPEHUVRQ WKH ULVH WKH HPHUJLQJ%DONDQ
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HFRQRPLHV KDYH VHHPLQJO\ WDNHQ WKH ZRUVW RI ERWK ZRUOGV DQG VHW WKHPVHOYHV RQ D G\QDPLFDOO\ XQVWDEOH DQG
H[SORVLYHSDWKRIWHUWLDU\HGXFDWLRQJURZWK8QIRUWXQDWHO\YHU\IHZVWXGLHVKDYHWDNHQLQWHUHVWLQWKLVSKHQRPHQRQ
ZLWKRQO\UHFHQWDWWHQWLRQVKRZQE\=JDJDHWDODQG%UDQNRYLF,WLVWKHUHIRUHLQVWUXFWLYHWREHJLQ
ZLWKDQRYHUYLHZRIWKHFXUUHQWVWDWHRIWHUWLDU\HGXFDWLRQLQWKH%DONDQV
(FRQRPLFWUHQGVLQWKHWHUWLDU\HGXFDWLRQPDUNHWLQWKH:HVWHUQ%DONDQV
$QRYHUYLHZRIWHUWLDU\HGXFDWLRQLQWKHUHJLRQ
)RUWKHPRVWSDUWRIWKHWKFHQWXU\HGXFDWLRQHVSHFLDOO\WKHWHUWLDU\IUDFWLRQRILWVVSHFWUXPKDGEHHQDKLJKO\
UHJXODWHG VHFWRU LQ WKH%DONDQ UHJLRQZLWKRQO\ VWDWHFRPPLVVLRQHG LQVWLWXWLRQVHQJDJLQJ LQKLJKHUHGXFDWLRQDQG
UHVHDUFK8QLYHUVLWLHVZHUHVFDUFHXVXDOO\HVWDEOLVKHGLQWKHUHJLRQDODQGDGPLQLVWUDWLYHFHQWHUVRIWKHFRQVWLWXHQW
UHSXEOLFVDQGUHVHUYHGIRUWKHSULYLOHJHGIHZ$FFRUGLQJWR=JDJDHWDOXSRQWKHGLVVROXWLRQRI<XJRVODYLD
LQ  WKHUHZHUH RQO\  XQLYHUVLWLHV VHUYLQJ D FRXQWU\ RI PLOOLRQ LQKDELWDQWVZKLOH$OEDQLD KDG RQO\ RQH
XQLYHUVLW\XQWLOVHUYLQJLWVHQWLUHSRSXODWLRQRIPLOOLRQ,QWKHPHDQWLPHLQUHVSRQVHWRH[WHUQDOSUHVVXUHV
WR LQWHUQDWLRQDOL]HDQGEHFRPHSDUWRI WKH(XURSHDQ+LJKHU(GXFDWLRQ$UHD (+($YLD WKH%RORJQD3URFHVV DV
ZHOODVDUHDFWLRQWRLQWHUQDOSROLWLFDOSUHVVXUHVWRSULYDWL]HGHFHQWUDOL]HDQGDEVRUEXQHPSOR\PHQWYDULRXVQDWLRQDO
OHJLVODWXUHV ZHUH DPHQGHG WR DFFRPPRGDWH WKH JURZLQJ QXPEHU RI VWXGHQWV ZLVKLQJ WR SXUVXH SRVWVHFRQGDU\
HGXFDWLRQ
7KHFULWLFDOREVHUYDWLRQDULVLQJIURPGDWDLQ7DEOHLVWKDWKLJKHUHGXFDWLRQKDVEDOORRQHGLQWKH:HVWHUQ%DONDQ
FRXQWULHVERWKLQWHUPVRIHQUROPHQWDQGLQWHUPVRIHVWDEOLVKHGWHUWLDU\LQVWLWXWLRQV:KLOH6HUELDLVFXUUHQWO\WKH
FRXQWU\ZLWK WKHKLJKHVWQXPEHURI LQVWLWXWLRQVRIKLJKHU OHDUQLQJDVZHOO DVHQUROOHG VWXGHQWV±DQG
UHVSHFWLYHO\ LW LV LQ IDFW$OEDQLDZKLFK KROGV WKH UHFRUG IRU WKH KLJKHVW SURSRUWLRQ RI VWXGHQWV ±  SHU 
SRSXODWLRQFORVHO\IROORZHGE\0RQWHQHJURZLWKIRUHYHU\SHRSOH
7DEOH7\SHDQGQXPEHURIWHUWLDU\LQVWLWXWLRQVDQGHQUROOHGVWXGHQWVLQ:HVWHUQ%DONDQVIRU
1XPEHURI+(,V
8QLYHUVLW\ &ROOHJH)DFXOW\
7RWDO
7RWDO
QRRI
VWXGHQWV
$YJQRRI
VWXGHQWVSHU
LQVWLWXWLRQ
1RRIVWXGHQWV
SHU
SRSXODWLRQ3XEOLF 3ULYDWH 3XEOLF 3ULYDWH
$OEDQLD        
%L+        
&URDWLD        
)<520        
0RQWHQHJUR        
6HUELD        
7RWDO        
6RXUFH(XURSHDQ&RPPLVVLRQ7HPSXV'DWD+LJKHU(GXFDWLRQVHULHV
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
)LJXUH7\SHDQGQXPEHURIWHUWLDU\LQVWLWXWLRQVLQ:HVWHUQ%DONDQVIRU
6RXUFHDXWKRUV¶FDOFXODWLRQVEDVHGRQ(XURSHDQ&RPPLVVLRQ7HPSXV'DWD+LJKHU(GXFDWLRQVHULHV

$FORVHUORRNDWHQUROPHQWQXPEHUVSUHVHQWHGLQ7DEOHLVHYHQPRUHUHYHDOLQJ±IURPXQWLOWHUWLDU\
HQUROPHQWLQ:HVWHUQ%DONDQVJUHZRQDYHUDJHE\DQQXDOO\ZLWKVHHLQJDMXPSLQHQUROPHQWDFURVV
WKH ERDUG7KDW VDPH \HDU WKH QXPEHU RI VWXGHQWV DWWHQGLQJ WHUWLDU\ HGXFDWLRQ LQ$OEDQLD VKRZHG DQ LQFUHDVH RI
VWDJJHULQJZKHQFRPSDUHGWRILJXUHVIURPWKHEDVH7KHRQO\FRXQWU\H[SHULHQFLQJDUHYHUVHWUHQGGXULQJ
WKHHQWLUHSHULRGZDV)<50DFHGRQLDZKHUHHQUROPHQWDFWXDOO\GHFOLQHGGXULQJWKHHQWLUHSHULRGDIDFWWKDWPD\EH
DWWULEXWHGWRDVPDOOHUSRSXODWLRQJURZWKDVZHOODVZLGHVSUHDGPLJUDWLRQLQWKDWSDUWLFXODUDJHFRKRUW
'HVSLWH WKLV LQFUHDVH LW LV QHFHVVDU\ WR KLJKOLJKW WKDW DFFRUGLQJ WR %DELF0DWNRYLF DQG 6RVLF ³LQ WKH SHULRG
EHWZHHQDQGWKHRYHUDOOQXPEHUVRIVWXGHQWVLQ&URDWLDKDVLQFUHDVHGIRU´DQGDFFRUGLQJWR
WKH ,QWHUQDWLRQDOEXUHDX IRUHGXFDWLRQRI0RQWHQHJUR  WKH WRWDO HQUROOHGQXPEHUVRI VWXGHQWV LQ
DFDGHPLF\HDUZDVDVRSSRVHG WR LQ ,QRWKHUFRXQWULHV WKHVLWXDWLRQGRHVQRWGLIIHUPXFK IRU
H[DPSOH DFFRUGLQJ WR&YLNO  ´LQ WKH VFKRRO \HDU  WKH QXPEHU RI HQUROOHG VWXGHQWV ZDV 
ZKLOH LQ  WKLV ILJXUH KDV ULVHQ WR ´ ,Q DGGLWLRQ 3RSRYLF DQG 'XKDFHN  VWDWHG WKDW WKH
QXPEHURIVWXGHQWVLQ6HUELDGXULQJWKHSHULRGIURPWRKDVGRXEOHG
$VPDLQWDLQHGE\WKHGDWDIURPWKHQDWLRQDO6WDWLVWLFDOUHYLHZWKHQXPEHURIHQUROOHGVWXGHQWVLQWKH
DFDGHPLF\HDULQ)<50DFHGRQLDZDVYHUVXVLQ7KHPDLQIHDWXUHRIWKLV\HDUSHULRGLVWKH
RYHUDOO LQIODWLRQ RI VWXGHQW HQUROPHQW QXPEHUV VXEVHTXHQWO\ IROORZHG E\ LQFUHDVHG QXPEHU RI WHUWLDU\ HGXFDWLRQ
JUDGXDWHV7KHPDLQGLIIHUHQFHEHWZHHQWKHULVLQJQXPEHURIVWXGHQWHQUROPHQWVDQGJUDGXDWLRQUDWHVLQGHYHORSHG
FRXQWULHVDVRSSRVHGWRWKH:HVWHUQ%DONDQVLVWKHIDFWWKDWWKHJURZWKLQWKHGHYHORSHGZRUOGKDVPDLQO\KDVEHHQ
D FRQVHTXHQFH RI LQFUHDVHG GHPDQG IRU WHUWLDU\ HGXFDWLRQ GHJUHH KROGHUV ,Q WKH:HVWHUQ%DONDQV IROORZLQJ WKH
XSKHDYDO RI WKH ¶V WKH SURFHVV RI HFRQRPLF JURZWK ZDV VWDOOHG DQG VRPH FRXQWULHV DUH \HW WR UHDFK WKH
GHYHORSPHQWOHYHOVWKH\KDGDWWDLQHGGXULQJSULRUWRVHFHGLQJIURP<XJRVODYLD






Ϭ
ϭϬ
ϮϬ
ϯϬ
ϰϬ
ϱϬ
ϲϬ
ϳϬ
ůďĂŶŝĂ ŝ, ƌŽĂƚŝĂ &zZKD DŽŶƚĞŶĞŐƌŽ ^ĞƌďŝĂ
WƵďůŝĐ WƌŝǀĂƚĞ WĞƌĐĂƉŝƚĂ
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7DEOH1XPEHURIHQUROOHGILUVWF\FOHVWXGHQWVLQ:HVWHUQ%DONDQV
&RXQWU\
<HDU $OEDQLD
%RVQLDDQG
+HU]HJRYLQD &URDWLD
)<5
0DFHGRQLD 0RQWHQHJUR 6HUELD $YHUDJH
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$YHUDJH       
0HDQ       
0HGLDQ       
0LQ       
0D[       
6WDQGGHY       
6RXUFH'DWDREWDLQHGIURPWKHVWDWLVWLFDOEXUHDXVRIDOOREVHUYHGFRXQWULHV
0RQH\PDWWHUVLQWHUWLDU\HGXFDWLRQLQWKHUHJLRQ
6SXUUHGE\LQWHUQDOSROLWLFDOSUHVVXUHVDQGWKHGHVLUHWRDGKHUHWRWKH%RORJQD3ULQFLSOHVDVDJDWHZD\WR(+($
WKH ZDYH RI OLEHUDOL]DWLRQ RI KLJKHU HGXFDWLRQ LQWURGXFHG D FRPSOH[ VHW RI VWUXFWXUDO FKDQJHV LQ WKH HGXFDWLRQDO
V\VWHPVLQYROYLQJSULYDWL]DWLRQDQGELQDULW\7KHVHFKDQJHVDOORZHGIRUHQWLWLHVRWKHUWKDQWKHVWDWHWRHVWDEOLVKDQG
ILQDQFHWHUWLDU\LQVWLWXWLRQVDQGSRVLWLRQWKHPVHOYHVVRDVWRIXOILOOWKHGLYHUVHQHHGVRIWKHSRWHQWLDOVWXGHQWERG\
UDQJLQJ IURP SURIHVVLRQDO WR SXUHO\ DFDGHPLF 7KHVH FKDQJHV FDPH DW D FRVW KRZHYHU DV WKH VWDWH LV QR ORQJHU
REOLJHGWRIXOO\DVVXPHWKHEXUGHQRIIXQGLQJDQGWUDQVIHUULQJDSRUWLRQLQVWHDGWRWKHSULYDWHVHFWRUWKXVHIIHFWLYHO\
FUHDWLQJDPDUNHWZKHUHQRQHH[LVWHGEHIRUH
7DEOH  VKRZV WKH DYHUDJH DQQXDO WXLWLRQ UDWHV LQ:HVWHUQ %DONDQ FRXQWULHV HQFRPSDVVLQJ VWDWH DQG SULYDWH
XQLYHUVLWLHV RIIHULQJ DFDGHPLF XQGHUJUDGXDWH GHJUHHV DV ZHOO DV SULYDWHO\ IXQGHG FROOHJHV RIIHULQJ SURIHVVLRQDO
EDFKHORU¶VGHJUHHV:KHUHDVDWWDLQLQJDXQLYHUVLW\GLSORPDZDVIRUPHUO\DVVRFLDWHGZLWKPLQRUILQDQFLDOFRVWVDQG
KLJKDFDGHPLFDFKLHYHPHQW ILOWHUV LW LVQRZDPRUHH[SHQVLYHHQGHDYRUUHJDUGOHVVRIWKHILQDQFLDOFRVWVDQGKLJK
DFDGHPLF DFKLHYHPHQW ILOWHUV LW LV QRZ D PRUH H[SHQVLYH HQGHDYRU UHJDUGOHVV RI WKH RZQHUVKLS RI WKH KLJKHU
OHDUQLQJLQVWLWXWLRQ2QDYHUDJHVWXGHQWVLQ&URDWLDSD\WKHPRVWIRUDWWDLQLQJDILUVWF\FOHGLSORPD±VWDWHXQLYHUVLW\
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WXLWLRQW\SLFDOO\FRVWV(85SHUDQQXPZKLOHSULYDWHFROOHJHWXLWLRQFRVWV(85SHUDQQXPEXWDWVRPH
SODFHVLWJRHVDVKLJKDV(85IRUDQDFDGHPLF\HDU7KHORZHVWFRVWRIVWDWHILQDQFHGWHUWLDU\HGXFDWLRQFDQEH
IRXQGLQ)<50DFHGRQLDZKHUHDVRQDYHUDJH0RQWHQHJULQVWXGHQWVSD\WKHOHDVWIRUWXLWLRQDWDSULYDWHXQLYHUVLW\
RQO\(85)LQDOO\WXLWLRQIRUSULYDWHFROOHJHVRQDYHUDJHLVWKHORZHVWLQ%RVQLDDQG+HU]HJRYLQDRQO\(85
2YHUDOOWXLWLRQFRVWVRI(85DUHWKHORZHVWLQ$OEDQLDKRZHYHUWKHRQO\DYDLODEOHGDWDLVDQDJJUHJDWH
ZKLFKGRHVQRWDOORZIRUDQDQDO\VLVRIWKHLQIOXHQFHRIFRVWVRQHDFKJURXSVHSDUDWHO\ZLWKUHJDUGVWRWKLVFRXQWU\
7DEOH$YHUDJHDQQXDOWXLWLRQFRVWLQ(85LQ:HVWHUQ%DONDQV
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&RVWEHQHILWDQDO\VLVRISHUVRQDOLQYHVWPHQWLQWHUWLDU\HGXFDWLRQLQWKHUHJLRQ
7KHQRWLRQ WKDWDQXQGHUJUDGXDWHGHJUHH LVDQH[FHOOHQW LQYHVWPHQWSD\LQJDKLJKHU UHWXUQRI OLIHWLPH LQFRPH
UHODWLYHWRRQO\DKLJKVFKRROGLSORPDKDVEHHQVXSSRUWHGE\WKHDYDLODEOHGDWDIRUWKH:HVWHUQ%DONDQV,WLV WKLV
IDFW DORQH WKDW SUHVHQWV WKH PDLQ SXOO IDFWRU DWWUDFWLQJ WKH JURZLQJ QXPEHUV RI VWXGHQWV WR KLJKHU HGXFDWLRQ
0RUHRYHUWKLVFRQILGHQFHLQDV\VWHPEXLOWRQDEHOLHIWKDWWHUWLDU\HGXFDWLRQYLUWXDOO\JXDUDQWHHVDKLJKHUUHWXUQRQ
KXPDQFDSLWDOJURVVO\GLVWRUWVWKHUHDOLW\ZKHUHWKH:HVWHUQ%DONDQVDUHYLUWXDOOHDGHUVLQXQHPSOR\PHQW7KHFRVW
EHQHILW DQDO\VLV RI SHUVRQDO LQYHVWPHQW LQ KLJKHU HGXFDWLRQ HUUV RQ WKH VLGH RI WKH XQGHUJUDGXDWH GHJUHH DQG WKH
SRWHQWLDOUHZDUGVWREHUHDSHGXSRQILQGLQJHPSOR\PHQW
)LJXUH FRPSDUHV WZRPHDVXUHVRI LQYHVWPHQWV LQ KLJKHU HGXFDWLRQ FRVW HIIHFWLYHQHVV LH DYHUDJHXQLYHUVLW\
WXLWLRQVLQWRWDODQGDYHUDJH\HDUZDJHVZLWKXQLYHUVLW\GHJUHH,WVKRXOGEHHPSKDVL]HGWKDWDYHUDJHXQLYHUVLW\
WXLWLRQVUHSUHVHQWWRWDODYHUDJHWKDWFRYHUVWXLWLRQIRUVWDWHDVZHOODVSULYDWHXQLYHUVLWLHV7KHGLVFUHSDQF\EHWZHHQ
WRWDO DYHUDJH XQLYHUVLW\ WXLWLRQV DQG DYHUDJH \HDU ZDJHV ZLWK XQLYHUVLW\ GHJUHH LV DZHDN VSRW RI WKH V\VWHP
ZKLFK D SRWHQWLDO VWXGHQW LGHQWLILHV DV DQ LQFHQWLYH WR LQYHVW 7KH RYHUDOO VKDUH RI WXLWLRQV LQ \HDU XQLYHUVLW\
GHJUHH ZDJHV LQ $OEDQLD LV D PHDJHU  LQ %RVQLD LV  LQ &URDWLD  )<5 0DFHGRQLD 
0RQWHQHJURDQGLQ6HUELD0RVWLPSRUWDQWO\LWVKRXOGEHPHQWLRQHGWKDWWKHVHVKDUHVGRQRWLQFOXGH
RWKHUH[SHQVHVOLNHFRVWVRIOLYLQJ'HVSLWHWKHPQRWEHLQJLQFOXGHGKRZHYHUWKHWRWDOVKDUHRIFRVWVWXLWLRQVYHUVXV
WKHEHQHILWVZDJHVLVWRRVPDOOUHODWLYHWR:HVW(XURSHDQG8QLWHG6WDWHVQXPEHUV


)LJXUH$YHUDJHXQLYHUVLW\WXLWLRQVWRWDOYVDYHUDJH\HDUZDJHVZLWKXQLYHUVWL\GHJUHHLQ(85
6RXUFHDXWKRUV¶FDOFXODWLRQVEDVHGRQVWDWLVWLFDOEXUHDXVRIDOOFRXQWULHVDQGDXWKRUV
UHVHDUFK
7DEOH$YHUDJHXQLYHUVLW\WXLWLRQV±WRWDOYVGLIIHUHQFHEHWZHHQ8QLYHUVLW\DQG+LJK6FKRROGHJUHH\HDUZDJHVDQG8QLYHUVLW\DQG&ROOHJH
GHJUHH\HDUZDJHVLQ(85
&RXQWU\
'LIIEWZZDJHV $OEDQLD
%RVQLDDQG
+HU]HJRYLQD &URDWLD
)<5
0DFHGRQLD 0RQWHQHJUR 6HUELD $YHUDJH
'LIIEWZ8QLDQG&ROO
GHJUHH\HDUZDJHV
      
WR\HDU8QLGHJZDJHV       
'LIIEWZ8QLDQG+LJK6FK
GHJUHH\HDUZDJHV
      
WR\HDU8QLGHJZDJHV       
$YHUDJH8QL7XLWLRQ7RWDO       
6RXUFHDXWKRUV
FDOFXODWLRQVEDVHGRQVWDWLVWLFDOEXUHDXVRIDOOFRXQWULHVDQGDXWKRUVUHVHDUFK

:KDWRQHFDQFRQFOXGHIURPWKHQXPEHUVSUHVHQWHGLQ7DEOHLVWKDWDILYH\HDUXQLYHUVLW\GHJUHHLQDOO:HVWHUQ
%DONDQ FRXQWULHV H[KLELWV VXSHULRU UHWXUQVRI DYHUDJHRSSRVLWH WR D WKUHH\HDU XQGHUJUDGXDWHGHJUHH DQG DQ
Ϭ ϱϬ͘ϬϬϬ ϭϬϬ͘ϬϬϬ ϭϱϬ͘ϬϬϬ ϮϬϬ͘ϬϬϬ ϮϱϬ͘ϬϬϬ ϯϬϬ͘ϬϬϬ ϯϱϬ͘ϬϬϬ ϰϬϬ͘ϬϬϬ
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DYHUDJH  KLJKHU UHWXUQV YHUVXV RQO\ D KLJK VFKRRO GHJUHH  ([DPLQLQJ WKH QXPEHUV LW EHFRPHV HYLGHQW WKDW
DYHUDJH XQLYHUVLW\ WXLWLRQWRWDO KDV VKDUH LQ GLIIHUHQFH EHWZHHQ D JUDGXDWH DQG XQGHUJUDGXDWH VDODU\ RI  LQ
$OEDQLDLQ%RVQLDDQG+HU]HJRYLQDLQ&URDWLDLQ)<50DFHGRQLDLQ0RQWHQHJURDQG
LQ6HUELD$QGLQGLIIHUHQFHEHWZHHQKLJKVFKRRODQGXQLYHUVLW\\HDUZDJHVWKHVKDUHRIDYHUDJHXQLYHUVLW\
WXLWLRQWRWDOKDVHYHQVPDOOHUVKDUHHJLQ$OEDQLDLQ%RVQLDDQG+HU]HJRYLQDLQ&URDWLDLQ
)5<0DFHGRQLD  LQ0RQWHQHJUR DQG  LQ 6HUELD )URP DOO RI WKH DERYH LW FDQ EH FRQFOXGHG WKDW WKH
UHZDUGIURPLQYHVWLQJLQXQLYHUVLW\HGXFDWLRQLVVXEVWDQWLDODQGWKRVHFRVWVRIWXLWLRQVLQWRWDODUHPLQRUUHODWLYHWR
WKHSURILW
$V VKRZQ LQ )LJXUH  LW FDQ EH VHHQ WKH GLIIHUHQFH EHWZHHQ DYHUDJH XQLYHUVLW\ WXLWLRQV DQG GLIIHUHQFH LQ
VDODULHV


)LJXUH$YHUDJHXQLYHUVLW\WXLWLRQVLQWRWDOYVGLIIHUHQFHEHWZHHQ8QLYHUVLW\DQG+LJK6FKRROGHJUHH\HDUZDJHVDQG8QLYHUVLW\DQG&ROOHJH
GHJUHH\HDUZDJHVLQ(85
6RXUFHDXWKRUV
FDOFXODWLRQVEDVHGRQVWDWLVWLFDOEXUHDXVRIDOOFRXQWULHVDQGDXWKRUVUHVHDUFK

7KHGLVFUHSDQF\EHWZHHQKLJKVFKRRODQGXQGHUJUDGXDWH\HDUZDJHVUHODWLYHWRDILYH\HDUJUDGXDWHGHJUHH
ZDJHVLVWKHPDLQGULYLQJIRUFHIRULQYHVWLQJLQWHUWLDU\HGXFDWLRQ$QDO\]LQJWKHILJXUHDERYHLWFDQEHFRQFOXGHG
WKDWWKHELJJHVWGLIIHUHQFHEHWZHHQVDODULHVDSSHDUVLQ&URDWLD6HUELD$OEDQLDDQG0RQWHQHJURIROORZHGE\%RVQLD
DQG+HU]HJRYLQDDQGZLWK)<50DFHGRQLDDVODVWDVLVH[SHFWHGGXHWRWKHGLVSDULW\LQRYHUDOOZDJHLQFRPHSHU
FRXQWU\
,QRUGHUWRDFKLHYHWUXHLQVLJKWDWWKHYDOXHRIIXWXUHSRWHQWLDOLQFRPHVDZDLWLQJWKRVHSHUVHYHULQJWKURXJKKLJKHU
HGXFDWLRQLWLVQHFHVVDU\WRGLVFRXQWIXWXUHFDVKIORZVLQSUHVHQWYDOXH)LJXUHWKHUHIRUHVKRZVQHWSUHVHQWYDOXH
DQGSUHVHQWYDOXHFDOFXODWHGEDVHGRQRXWJRLQJWRWDO LQYHVWPHQWVLQWXLWLRQVIRUDILYH\HDUXQLYHUVLW\GHJUHHDQG
EDVHGRQLQFRPHDYHUDJHXQLYHUVLW\VDODULHVIRUD\HDUSHULRGIRUDOOREVHUYHGFRXQWULHV:KDWRQHFDQFRQFOXGH
IURPWKHDERYHILJXUHLVWKDWGLIIHUHQWLDOYDOXHVEHWZHHQQHWSUHVHQWYDOXHDQGSUHVHQWYDOXHIRUDOO:HVWHUQ%DONDQ
FRXQWULHVDUHPDUJLQDOHVSHFLDOO\LI WKHJDSYDOXHVDUHREVHUYHGUHODWLYHWRWKHRYHUDOOVXP139WKDW LQYHVWRULV
JHWWLQJDWWKHHQGRISURMHFW±LQWKLVFDVHVRPHRQH¶VZRUNLQJOLIH
7KHGLVSDULW\EHWZHHQ39DQG139IRULQYHVWPHQWLQDILYH\HDUJUDGXDWHGHJUHHLQ$OEDQLDLV MXVWRYHU(85
 EXW DQG UHJDUGLQJ WR WKH RYHUDOO VXP 139 LW LV RQO\  ,Q%RVQLD DQG+HU]HJRYLQD WKH GLIIHUHQFH LV
DOPRVW(85RULQ&URDWLDLVRYHU(85RULQ)<50DFHGRQLDLWLVRYHU(85RU
Ϭ ϮϬ͘ϬϬϬ ϰϬ͘ϬϬϬ ϲϬ͘ϬϬϬ ϴϬ͘ϬϬϬ ϭϬϬ͘ϬϬϬ ϭϮϬ͘ϬϬϬ ϭϰϬ͘ϬϬϬ ϭϲϬ͘ϬϬϬ ϭϴϬ͘ϬϬϬ
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&zZDĂĐĞĚŽŶŝĂ
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ŽƐŶŝĂĂŶĚ,ĞƌǌĞŐŽǀŝŶĂ
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ŝĨĨ͘ďƚǁ͘hŶŝ͘ĂŶĚŽůů͘ĚĞŐƌĞĞϯϬͲǇĞĂƌǁĂŐĞƐ
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6LPLODUO\LQ0RQWHQHJURWKHGLIIHUHQFHLVMXVWRYHU(85RUZKLOHLQ6HUELDLWLVMXVWRYHU(85
RU
9LHZLQJQXPEHUVDQGILJXUHVDQGDQDO\]LQJ WKHUHWXUQRQ LQYHVWPHQWDERYH LWFDQEHFRQFOXGHG WKDW WKHFRVW
EHQHILWDQDO\VLVRIWKHUHWXUQRILQYHVWPHQWLQDWHUWLDU\GHJUHHLQWKH:HVWHUQ%DONDQUHJLRQLV³HDV\PRQH\´

)LJXUH3UHVHQWYDOXHDQG1HWSUHVHQWYDOXHLQ(85IRULQYHVWPHQWLQXQLYHUVLW\GHJUHHHLQ(85
6RXUFHDXWKRU¶VRZQFDOFXODWLRQV
3RVVLEOHEXEEOHVLJQDODQRYHUYLHZRIXQHPSOR\PHQWLQWKHUHJLRQ
%XEEOHVLJQDOVDUHXVXDOO\GLIILFXOWWRVSRWDQGHYHQZKHQSURSHUO\REVHUYHGWKHVHGLVWXUEDQFHVLQWKHPDUNHW
DUH RIWHQ LQWHUSUHWHG DV D UHIOHFWLRQ RI WKH RYHUDOO VWDWH RI HFRQRP\ DQG UDUHO\ DVVRFLDWHG ZLWK WKH EXEEOH
SKHQRPHQRQ2QHRIWKHSRVVLEOHZDUQLQJVLJQDOVIRUWKHIRUPDWLRQRIDEXEEOHLQWKHKLJKHUHGXFDWLRQVHFWRUFRXOG
EH IRXQG LQ WKH FXUUHQW XQHPSOR\PHQW VWDWLVWLFV IRU WKH :HVWHUQ %DONDQV $QDO\]LQJ XQHPSOR\PHQW GDWD DQG
FRPSDULQJ LWZLWKWKHQXPEHURIVWXGHQWJURZWKUHYHDOVDZRUU\LQJVLJQWKDW WHUWLDU\HGXFDWLRQKROGHUVKDYHEHHQ
XQDEOHWRILQGHPSOR\PHQWGHVSLWHWKHLUGHJUHHV7KLVFRXOGSRVVLEO\DGGLQIODWLRQDU\SUHVVXUHRQWKHRWKHUWHUWLDU\
HGXFDWHGSHRSOH HQWHULQJ WKH ODERU IRUFH DIWHU JUDGXDWLRQ DV WKH\ZRXOGEH DOO ILJKWLQJ IRU WKH OLPLWHGQXPEHURI
SRVLWLRQV DYDLODEOH LQ WKH PDUNHW WKXV GULYLQJ GRZQ HDFK RWKHU¶V H[SHFWHG VDODULHV )LJXUH  H[DPLQHV WKH
SHUFHQWDJHRIXQHPSOR\PHQWZLWKWHUWLDU\HGXFDWLRQLQWRWDOXQHPSOR\PHQWIRUFRXQWULHVZLWKDYDLODEOHGDWD


)LJXUH8QHPSOR\PHQWZLWKWHUWLDU\HGXFDWLRQRIWRWDOXQHPSOR\PHQW
6RXUFH:RUOG%DQN'DWD%DQNGDWDIRU$OEDQLD)<50DFHGRQLDDQG6HUELDXQDYDLODEOH
Ϭ ϭϱϬϬϬ ϯϬϬϬϬ ϰϱϬϬϬ ϲϬϬϬϬ ϳϱϬϬϬ ϵϬϬϬϬ ϭϬϱϬϬϬ ϭϮϬϬϬϬ ϭϯϱϬϬϬ
^ĞƌďŝĂ
DŽŶƚĞŶĞŐƌŽ
&zZDĂĐĞĚŽŶŝĂ
ƌŽĂƚŝĂ
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ŽƐŶŝĂĂŶĚ,ĞƌǌĞŐŽǀŝŶĂ ƌŽĂƚŝĂ DŽŶƚĞŶĞŐƌŽ
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)LJXUHGHSLFWVDQRWLFHDEOHWHQGHQF\LQXQHPSOR\PHQWZLWKWHUWLDU\HGXFDWLRQSRSXODWLRQZLWKWKHH[FHSWLRQRI
&URDWLDDQG0RQWHQHJURLQWKHODVWREVHUYHG\HDU7KHGHFUHDVLQJQXPEHURIXQHPSOR\PHQWZLWKWHUWLDU\HGXFDWLRQ
LVDUHVXOWRIJRYHUQPHQWVXEVLGLHVZKLFKDUHJLYHQDVDRQH\HDULQFHQWLYHWRFRYHUSD\UROOWD[HVIRUWKHFRPSDQ\
ZLOOLQJWRSURYLGHHPSOR\PHQWIRUKLJKO\HGXFDWHGHQWUDQWVWRWKHODERUPDUNHW,WVKRXOGEHPHQWLRQHGWKDWWKHGDWD
IRU 0RQWHQHJUR LQ  LV PLVVLQJ WKXV GURSSLQJ WR ]HUR IRU WKH REVHUYHG \HDU DV LV WKH FDVH IRU %RVQLD DQG
+HU]HJRYLQDLQ'XHWRWKHJURZWKRIHQUROOHGVWXGHQWVVHH7DEOHDQGWKHRYHUDOOHFRQRPLFVLWXDWLRQLQDOO
RIWKH:HVWHUQ%DONDQFRXQWULHVWKLVFRXOGVLJQDODSRWHQWLDOEXEEOHLQWKHPDNLQJ7KHRYHUDOOHFRQRPLFVLWXDWLRQ
RIREVHUYHGFRXQWULHVLVH[DPLQHGWKURXJKRYHUDOO\RXWKXQHPSOR\PHQWGDWDWKDWLVSUHVHQWHGLQ)LJXUH


)LJXUH8QHPSOR\PHQW\RXWKWRWDORIWRWDOODERUIRUFHDJHVPRGHOHG,/2HVWLPDWH
6RXUFH:RUOG%DQN'DWD%DQN

7KHXQHPSOR\PHQWRI\RXWKLQ&URDWLD$OEDQLDDQG%RVQLDDQG+HU]HJRYLQDKDVULVHQGXULQJWKHREVHUYHGSHULRG
ZKLOHLWKDV IDOOHQLQ)<50DFHGRQLD6HUELDDQG0RQWHQHJURGXULQJWKHVDPHSHULRG7KLVIDOOFDQEHH[SODLQHG
WKURXJKWKHULVHRIWKHHQUROOHGQXPEHURIVWXGHQWVZKLFKKDVDEVRUEHGDSRUWLRQRIWKHXQHPSOR\HG
&RQFOXVLRQ
0DQ\IDFWRUVFRPELQHWRVLJQDOWKHIRUPLQJLQIODWLRQDQGSRVVLEOHH[SORVLRQ±RUGHIODWLRQ±RIDEXEEOH7LPH
DQGDJDLQKLVWRU\KDVVKRZQWKDWEXEEOHVDUHFUHDWHGLQWKHSUHVHQFHRIPDUNHWVZKLFKIDFLOLWDWHWKHWUDGLQJRIDVVHWV
DWLQFUHDVLQJO\KLJKHUSULFHVGULYHQE\H[SHFWDWLRQVRILQFUHDVHGIXWXUHUHWXUQVWKXVIRUFLQJDGLVFUHSDQF\EHWZHHQ
WKH DVVHWV¶ LQWULQVLF YDOXH YLVjYLV WKH SUHYDLOLQJPDUNHW YDOXDWLRQ ,Q VWULFWO\ HFRQRPLF WHUPV KLJKHU HGXFDWLRQ
GHJUHHV DUH QRW LPPXQH IURP WKLV WUHDWPHQW RI HGXFDWLRQDO DWWDLQPHQW DV LQFUHDVH LQ KXPDQ FDSLWDO DVVHWV WKXV
VHWWLQJWKHVWDJHIRUVXVSHFWLQJDQH[LVWLQJPDUNHWDQRPDO\LQWKHWHUWLDU\HGXFDWLRQVHFWRU
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7KHDQDO\VLVLQWKLVSDSHUGHPRQVWUDWHGWKDW WKH:HVWHUQ%DONDQUHJLRQKDVHQGXUHGDGUDPDWLFFKDQJHLQWKH
HGXFDWLRQDOV\VWHPVGXULQJWKHSDVWIHZGHFDGHV6LQFHVHFHGLQJIURP<XJRVODYLDRUHQWHULQJWUDQVLWLRQLQWKHFDVH
RI$OEDQLDHDFKFRXQWU\KDVWDLORUHGLWVHGXFDWLRQDOV\VWHPDFFRUGLQJWRLWVQHHGV$IHZRYHUDUFKLQJSDWWHUQVKDYH
EHHQ LGHQWLILHG DV FRPPRQ GXULQJ WKLV WLPH SULYDWL]DWLRQ PDVVLILFDWLRQ DQG LQWHUQDWLRQDOL]DWLRQ RI KLJKHU
HGXFDWLRQUHVXOWLQJLQDIHZUHYHDOLQJFRQFOXVLRQV
)LUVW HYHQ ZLWK VOXJJLVK JURZWK QXPEHUV IRU )<50DFHGRQLD WKH RYHUDOO QXPEHU RI VWXGHQWV LQ WKH UHJLRQ
VHHNLQJDKLJKHUUHWXUQRQWKHLUOLIHWLPHHDUQLQJSRWHQWLDOWKURXJKWHUWLDU\HGXFDWLRQKDVGUDVWLFDOO\LQFUHDVHGVLQFH
WKHGLVVROXWLRQRIIRUPHU<XJRVODYLDGXULQJWKH¶V
6HFRQGXQGHU WKHSUHVVXUHRI LQFUHDVHGGHPDQG IRUKLJKHUHGXFDWLRQHDFKFRXQWU\KDV OLEHUDOL]HG LWV WHUWLDU\
HGXFDWLRQVHFWRU WRDYDU\LQJGHJUHH WKXVDOORZLQJ IRUSULYDWHHGXFDWLRQDOSURYLGHUV WRPXVKURRPDQGHVWDEOLVKD
PDUNHWIRUWHUWLDU\HGXFDWLRQ
7KLUG GHVSLWH IHDUV RI KLJKHU HGXFDWLRQ GHJUHH LQIODWLRQ GXH WR LQFUHDVHG QXPEHUV RI GHJUHH KROGHUV DQG
VXEVHTXHQWGLPLQLVKLQJUHWXUQVRIWKHLUOLIHWLPHHDUQLQJVWKHDQDO\VLVLQWKLVSDSHUVKRZVWKDWWKHUHLVVWLOOSOHQW\RI
URRPWRH[SORLWWKHGLIIHUHQWLDOSUHPLXPVEHWZHHQVHFRQGDU\DQGWHUWLDU\GHJUHHKROGHUV
7KHYHU\RSWLPLVPDULVLQJIURPWKHVHILQGLQJVVKRXOGSRVHDZDUQLQJRISRWHQWLDOGDQJHUO\LQJDKHDGUHIOHFWHG
LQ0LQVN\¶V DGDJH WKDW WKH VHHGV RI FULVLV DUH VRZQ LQ WKH JRRG WLPHV 7KH FRVW EHQHILW DQDO\VLV DV ZHOO DV WKH
LQYHVWLJDWLRQRIUHWXUQVLQLQYHVWPHQWLQHGXFDWLRQVKRZDFHUWDLQOHYHORIHFRQRPLFUHDVRQLQJIUHTXHQWO\DVVRFLDWHG
ZLWKRYHUKHDWLQJHFRQRPLHVERUGHULQJRQHXSKRULD*LYHQWKHJULPILJXUHVRQXQHPSOR\PHQWSHUVLVWLQJWKURXJKRXW
WKH\HDUVLWLVRQO\DPDWWHURIWLPHEHIRUHSHRSOHEHFRPHDZDUHWKDWGHVSLWHKLJKHUH[SHFWHGUHWXUQVLQWKHIXWXUH
WKH ODERUPDUNHWV LQ WKH:HVWHUQ %DONDQV DUH VLPSO\ QRW GHHS HQRXJK WR DEVRUE WKH LQFUHDVHG OHYHOV RI WHUWLDU\
HGXFDWLRQGHJUHHKROGHUV7KDW LQVWDQWPD\FRPHXQH[SHFWHGO\±DV LQ WKHFDVHRID0LQVN\PRPHQW±RU LWPD\
FRPHDVDVORZUHDOL]DWLRQWKDWWKHUHDUHVLPSO\QRWHQRXJKZHOOSDLGMREVIRUHYHU\KLJKO\HGXFDWHGLQGLYLGXDOWKXV
VHWWLQJWKHVWDJHIRUDEXEEOHGHIODWLRQ
$OWKRXJKWKHXUJHWRMXGJHDEXEEOHRQWKHEDVLVRIWKHLQVWDQWDQHRXVUHDFWLRQWRDSULFHPRYHPHQWLVDVWURQJ
RQHLWPD\EHXVHIXOWRUHFDOOWKHDGYLFHE\6LHJHOWKDWWKHWHVWRIWLPHLVWKHPRVWREMHFWLYHLQGLFDWRURIWKH
H[LVWHQFHRIDEXEEOHLQWKHPDUNHW:KLOHWKHUHPD\QRWEHDIXOO\EORZQEXEEOHLQWKH:HVWHUQ%DONDQUHJLRQ\HW
WKLV DQDO\VLV VKRZV WKDW WKHUH KDV GHILQLWLYHO\ EHHQ VRPH LQFRQVLVWHQW YDOXDWLRQ RI  IXWXUH HDUQLQJ SRWHQWLDO
HVSHFLDOO\ ZKHQ GDWD LV FRPELQHG ZLWK XQHPSOR\PHQW QXPEHUV 'HVSLWH RQO\ PHDVXULQJ WKH ILQDQFLDO EHQHILWV
DULVLQJ IURP KLJKHU HGXFDWLRQ DWWDLQPHQW LQ WKLV SDSHU LW VKRXOGQ¶W EH IRUJRWWHQ WKDW HGXFDWLRQ LV QRW PHUHO\ D
PDUNHWSODFHFUHGHQWLDOEXWDOVRDVRFLHWDOO\DQGSV\FKRORJLFDOO\EHQHILFLDOLQYHVWPHQW0RUHRYHULWLVZRUWKQRWLQJ
WKDWHYHQZLWKOLEHUDOL]DWLRQXQVKDFNOLQJWKHPDUNHWIRUFHVRIHGXFDWLRQWKLVVHFWRULVVWLOOVXEMHFWWRJURVVGLVWRUWLRQ
E\JRYHUQPHQWV¶ILQDQFLDOLQWHUIHUHQFHEHFDXVHRIZKLFKIXUWKHULQYHVWLJDWLRQVLQWKLVVXEMHFWDUHUHFRPPHQGHG
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